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To The Teacher

It is the hope of this authur to present important material,
such as Consumier Protectuion. to the student in a manner that he can
cadily idcncify with.

It is also fele thar the aaterial does not have to be boring. To
combat this “evil” stories and skits are used to dramatize the everyday
life of a consumer. The skits and stories 2re followed by ’qucstions that,

hopetully, will stimulate lively classroom discussions.
v the end of the book cou will find different projects that
scparate gro. nd the class us a whole can tackle. Possibly these will

turcher stimu.. ¢ students to originate their own projects.

I would lLike to thank the Betrer Business Bureau for

permission to use several cartoons.

The Author
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To The Student —
How To Use Your Money Wiscely

Many textbooks used today arc difficult to read and to
understand. To make matters worse. they are very boring to the average

student.

This book. we hope. is a step in the right direction. The topic

we are dealing with. how to use vour money wisely, is intercsting to most.

Nobody can tell you how to spend your money, be it a dime
or a thousand dollars. What might be good for you may prove disastrous
for somconc else. However. we are sure that, after you read about the
many bad ecxperiences of others. you will have learned some valuable

lessons.

We hope the stories and information on the following pages
will give vou an insight into the problems and questions that you face

now and will continue to face as the years go by.
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BUYING A CAR

Outside of buying a house, the largest investment most people make is that

of buving u car. Unfortunateiy, few people enter this investment wiscly. Before you even

begin to look.™ there are certain questions vou shoula ask yoursei€:
1. How much can 1 afford to spend?
2. Should I buy a new car or a used car?
3. Do I wane "]uxury." Or just a good means of transporeation?
4. Should T pay cash or buy on time?

Have 1 ongured the extra costs involved: sales rar, insurance costs. gasoline
COSS, mamtenance, ote.?

hn

Of course, vou could follow the method of voung Will B. Foolish. Will is a

construction worker. n one summer he made and spent nearly $2.000. He spent itoon
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girls, clothes, and rent (he had a $170/month apartmentt. One dav in Seprember Will
vowed to himselt that he would reform. He avoided expensive dates and restrained
himself from buying new high-style and expensive clothes. He moved into a $25/week
rcoming house. Within a few months he had saved $500.

“I'l get me a convertible over on Broad Street,” he said. Broad Strect
shone with cars. Chrome wheels sparkled under strings of hanging fights-aisle after aisle.
Friendly men in clean, neat suits sat in plate-glass offices.

Will Jooked the lots over. He shook his head to several salesmen and walked
on, saying to himselt, *I'm not going to get hooked by their sweee talk. 1l find what /
want firse.”

Finally. he spotted a nice set of wheels in a lot which had a large sign
rcading “*HONEST JOHN GOOD-DEAL: L.OW PRICE CHAMP.” The car which caught
Will's eve was a green Ford with new tires - about four years old. He got in and started
her up. She ran like a dream! “How much?”. he asked. Honest John puffed on his
cigarette and leafed through his red book.

“Book says $872. here,” Will started to get out from the driver's seat of his
beautiful dream car. Honest John puffed on his cigarette again and scratched his chin.
“Tell vou what I'm gonna do, soun. You haven't got a car to trade in, so I'll help you a
tivele with the price. How does $787 sound?™

Will turned the radio on. “*Radio doesn't sound right to me,” he said.

“Our man will fix that. Nothing leaves Honest John’s unless it’s perfect! Cr.
it vou want. son, I'll knock another $25 offif you fix the radio yourself.”

Now Will B. Foolish is thinking v+ himself, “*How about that? I'm talking
this guy into a real bargain!™ Out loud he said. *4 want to buy her, mister. but $700 is
the himit I've set.”

Honest John puffs again. I know things are rough all over. Why not make it
8750 so that I can make a few bucks. too.”

Will acred like he woulde't take it. but to himself he said, “Man, T am the

rewdest trader around!” bis

“O.K.. L OKLY said Honest John, 1T splie the difference. Make it $725.
Pve got to move this car.”

On che way to his plate-glass office to finalize the agreement, Honest John
asked Will to go through his garage.

“I want ¢o show vou onc that just came in. It’s a real beauty. Never had a
thing s spotless. What a dream!™

It was a gleaming. bright blue Corverre. Trs sleck white top was down,

showing the beautiful interior.



O

ERIC

Aruitoxt provided by Eic:

“Ain't this outa sight? 1 figured vou'd like to see it. I can tell you know
cars. This baby was owned by a retired priest. . .. driven ()nly 13,000 miles in 5
years. . .. power steering - power brakes - AMFM radio — cngine built for racing. It
would run you $6.500 new. Go ahead, sit in her.”

Breathless, Wili sat in the bucket secat He turned on the FM radio.

“Some wheels, hey? A fella who knows how to drive could keep her going
like a watch for 10 vears. ... save himself some dough.”

“Some rich guy will grab her,” sighed Will.

“No-o-0. ... some smart guy will. We're selhng this for almost nothing.”

Hesitantly, Will asked, “*Wiat are you asking for her?”

“Only $2.500. That’s for 10 years of car. That’s at least three times the life
vou'll get out of the Ford out there. In the long run, this Corvette would be cheaper to
own."”

Now Honest John had Will befuddled. “What should 1 do?” he asked
himsclf. “That is really too much money for me to spend. There would be too many
payments, and they would be a lot higher, too.”

Honest John seemed to read Will's mind. “Say, I can sce you appreciate real
quality. Like to have her? Well, vou can! I want this dream to go to somebody that will
really appreciate it. 1 can stretch the payments out over a longer period of time, making
them about the same as that Ford per month. After all, what would you rather
drive. .. a Ford or a 'Ver?”

Two hours later, Will drove his beautiful Corvette home. It ran like a dream
— for about 65 days. Then the fuel pump went. Will went back to Honest John.

“Say, that really is too bad. son,” said Honest john. “The guarantee ended
five days ago — look at your contract. I don't do repair work here. Try taking it -~

mehanic.”



The new fuel pump, with wstallacon charges, cost Will $42.50. Next, a
coupon book from the Best Finance Company arrived in the mail wich 36 coupons. Each

coupon represented a $100 payment.

Will didn’t have noich trouble for the next six months. After that. disaster
struck. First, the battery went. Then, the alternator. Will noticed strange sounds coming
from the transmission.

Soon, littie things began causing him all kinds of problems. Gas bills grew.
The Corvette got only nine miles to a gallon of gas. The heater quit on him. The disc
brakes needed new pads.

“Honest John told vou that this car had only 13,000 miles on it?” the
mechanic asked. *“Looks to me like 83.0001

Now Will started thinking. “*Have | been cheated?” He looked at his coupon
book. There were 28 coupons left. “Wow!" cried Will, “I still owe $2,800 on this bomb!
well. . . I’ not paying them one more penny. They can come and take the car away.
They expect me to pay a total of $3.600 over three vears for a car that | bought for
$2.500!" |

10
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Now. for the firse time. Wili examined his contract. Yes. Interest charges,
collision insurance, sales tax ... they added up to an unbelievable 8367 a year, — $1.100
for the full pavment period. He was stuck with a car he simply couldn’t afford.

He stopped making payments. Bills continued to arrive. Then, phone calls.
Finally, & man from the Best Finance Company arrived.

“I'm taking your car under law,”" he said sharply. showing Will the legal
papers. Will felt great. “I'm off the hook." he said to himself,

But. the next week a new eye-opener came. A letter arrived from the Best

Finance Company:
Dear Mr. Foolish.

We have been able to sell the Corvette, formerly owned by
vou, for $1.400.00. This amount has been applied, therefore,
to vour debr to us. leaving a balance of $600.00 still

outstanding,

This $600.00 is duc immediately. However, Mr. Foolish, we
we prepared to convert this into a time-payment loan
censisting of seven monthly installments of $100.00 cach.
This includes interest.

Please contact us immediately.

“They can’t do this to me!™ shouted Will.

But poor Will found out that he had no choice. He went to a lawyer, who
explained his contract. “Will,” said the lawyer, “you borrowed a lot of moncy from the
firance company. You paid back only $800 in cight payments, and $300 of that went
towards interest charges, collision insurance. and sales tax. So, Will, you actually paid
only $500 towards the car’s price of $2,500. You still owed $2.000 when they

repossessed the car. They sold it for §1.400, which means that there is still $600 to be

paid.”

That night. Wal watked dcjectedly home from work. He went by Broad
Street, past Honest John's used car let. He hadn’t intended to look at the cars. but
right near the sidewalk was his car! His Corvette! He couldn’t believe his cyes. On the
windshicld was a sign which read: “LOW MILEAGE-LOW PRICE.”

Will B. Foolish just stood there and cried.
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Let's Talk About Tt

1. Should a guy or gal in high school buy a used car or wait undil he or she has saved
the money for a new car?

2. What nustakes did Will B. Foolish make?

6




O

ERIC

Aruitoxt provided by Eic:

CHARGE IT!

4 o

CONTBACT

A Py

...Till Death Do Us Part

“EASY TERMS — TAKE 36 MONTHS TO PAY"

So the advertisement says, and it sounds so casv. It could mean that vou can
buv that guitar vou saw on sale at a local store. That guitar that vou never scem to have
enough monev for.

Before vou give the cashier the $10 down payment and put vourself into
hock for the next two vears, let's take a look at “credit” buying.

When vour grandparents bought things. they probably believed that it was
Wreag - very wrong — to own something that they had not yet paid for. But most
people today know that there is nothing wrong with buying on time. Therc is something
wrong, however, with wot gerting quality merchandise and with not shopping around to
get the most inexpensive financing possible,

Unfortunately. very few people are familiar with the many ways they can
use credit to their advantage. Here are a few things you should check into before you

buy on tine.

Interest-free credit

You've heard, I am sure. the old saving, “You can't get something for
nothing.” This is a wisc statement. indeed. But von can get interest-free credit at some
stores if you are willing to pay the balunce within (usuallv) 25 to 30 days. depending on
the store’ policy. Some will even let vou go for as long as 90 davs before they will
charge interest - providing. of course. that you open a charge account at their store.

(The latter are the exception rather than the rule.)

13
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Revolving charge accounts

When you get beyond the charge account. you gencrally get into what is
known as a “revolving™ charge account. Many stores allow a customer to charge
purchases up to a given amount. depending on his credit rating and the amount he wishes
to pay cach month. The customer makes a monthly payment and is charged interest on
the unpaid balance. The interest charge is usually 114% monthly. That doesn’t sound like
much, does it? But figured on an annual basis. this comes out to a whopping 18%
mnterest,

Take Ken Blunder, tor instance. He wants to bus a Panasonic stereo set that
is on sale tor $200. It regularly sells for $230. He takes a year to pay and the salesman
tells him that he will be paying only 113 interest per month, But, what Ken does not
realize is that he is paying interest av an annual interest rate of 18% on the unpaid

balance!

Credir cards

Here again, it is impossible to make the generalization that credic cards are
cither good or bad. Tt depends on you It vou have absolutely no vill power. then the
best advice to vou would be to torger about owning credit cards of any type. For those
who can restrain themselves, and who do not have a tendencey to lose things. credir cards
have a distinet advantage.

Many different ovpes of credit cards exist. Some have to be paid tor and
some are frees Generallve thev carre w0 iterese charges for at least 30 days. and
sometimes even longer, Many banks und credit-card companies get their “‘interest™ by
charging the stores where purchases were made a certain percent of the purchase price
in short. a discount.

A big advantage of aredic cards s that they act as ready cash in your pocket

\\'hL‘H an cinergency Arises.

(REDIT
CARDS

HONORED /

A
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The Cost ot Burrowing Money

Evervone knows that vou can borrow money for something that you want
to purchase. You should be aware that the interese rate is based primarily on the RISK
taken by the company that is lending you the monev. As a result, the true annual
ir.cerest rate can go as high as 36%%.

No one can tell vou in every situation what s the best way to borrow

money. But if vou know the many different wavs that are available to vou, it will make

the task a lot casicr.

Life insurance
Probably the least expensive Toans are those available trom life insurance
companics. Those people that have life insurance policies may borrow up to the cash

ars

5% 7o per year.

value of their life insurance at an interest race usually from 57% to 6

Credit unions

In many companics and organizarions, a credit union has been set up, cither
by the organization itself or by che union. This credic union is for the benefit of the
employees. The credit union offers low-cost foans to their members: it does this by
pooling the savings of its members. In other words, it is a kind of consumer cooperative.
Interest charges usually are in che neighborbood of 1% a month on the unpaid balance.
One note f caution: not all credic untons are chartered or supervised by the Federal

Government.

LOCAL 209 - V3w

CREDIT UNION
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Passbook savings

This is another inexpensive way to borrow moncey, but there is a CATCH to
it! You rmuust have money in the bank in order to borrow. In order to cxplain things
more clearly, herce is a story about Elton Prudent.

Elton Prudent had $1500 in the bank, and $1000 of this was for emergency
purposes: in case he lost his job or in case his car broke down, etc. But §500 of this
money had no specific purpose. It was simply “savings.” Now, Elton decided that he
wanted to buy a total sound svstem that he saw at Hondo's Music Store for $400,

Elton was going to take the moncy he nceded out of the bank, but when he
told the teller at his savings and loan association what he was planning to do, she told
him. You have another alternative, Elton. You can keep your entire $1500 in the bank
and keep collecting yvour 5%% interest on all of it. But you must promise that you will
keep 10% more in your account than vou are borrowing. In your case, Elton, you would
be rcquircd ) kccp $440 in your account until your tirst payment. On the loan, you
would be charged 1%:% more than vou are presently making in interest on your account,
In other words, you would pay 6%% on the $500 vou borrow.”

“Why would T want to do that?™ asked Elton, puzzled.

“Elton, did you have any trouble saving that moncey that’s in your account?”
asked the woman at the teller window.

"Man, it you only knew what a hassle it was to save that money!™ replied
Elton.

“Well, why take it out of the bank? Actually, the loan will cost you only
112% -~ and vou'll find it casier to pay back the loan than to just ‘save moncy,’”

“Thanks a million,” said Elton. “That’s a good idca.”

What you can lcarn from Elton’s expericnce is that, if you have trouble
saving money and keeping it in the bank, then passbook savings could e a good idea for

you, too.

Commercial banks

Conunercial banks only loan money to people that are considered good risks.
A person who has a job and a record of prompt payment of bills should have no trouble
getting a loan from a bank. Once thing to remember is that banks have different plans for
repayment and different rates, so it is wise to shop around. In gencral, the rate will
probably be more than from the other sources mentioned in this section, but less than

from a tinance company.

10
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Finance companies
Finance companies make small loans to people who would have trouble

getting loans from a bank. But because these companies take greater risks than banks,
they usually are permitted by the laws of the states to charge higher rates of interes:.
Interest rates in some states are allowed to be as high as 3%2% a month — or 42% a year.
So, before going to “your friendly neighborhood loan company” to borrow money, try

to find a cheaper source.

no EMBARRASSING

QUESTion s

17



LET’S TALK ABOUT IT!
1. How can you get interest-free credit?
2. What is a revolving charge account?

3. Do all companies that loan money charge the same amount of interest for the use of
their money?

4. What is the best way to borrow money?

5. Are credit cards a good idea?

6. What is the least expensive way to borrow money?

7. How does a credit union work?

8. Why do finance companies charge a higher rate of interest than banks?

9. Of all the plans mentioned in this section. which do you think is the best? Why?

18
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THE SMITHS AND THE JOHNSONS

When vou buy something from a store on “time,” ¢Se contract will prabably
be sold to a bank or a sales finance compasny. The store receives its moricy from the
bank or the finance company, which then has the job of collecting your payments.

Despite its failings, and providing you read your contract, buving on time
can lcad to a better life.

The following two stories concern two families that had different feclings

about buying on credir.

The Sniiths

Everything was going fine undil Dudley Smith got a raise. Dudley and his
wife, Elmira, were not setting the world on fire, but they were quite happy on Dudley’s
$170 take-home pay a week. Their food bill was about $35 per week; their rent and
utilities averaged $40 per wecek: and clothes, insurance, and some miscelianeous items
cost them approximately 830 per week. Their old Edsel cost them about $40 including
gas and oil, insurance, loan payvments, and body work.

After dropping moncey here and there, Dudley generally had $10 to $15 to
throw into the bank every Thursday.

One day, Dudley got his boss at the Main Street Auto Body Shop to raise
Dudley's salary by $20 4 week. On the way home that night, Dudley stopped at the Main
Street Appliance store and put a $20 down payment on a $260 rcfrigerator.

“Tomorrow I'll bury that noisy monstrosity you've been using,” he told
Elmira.

They felt like millionaires. But when the new beauty arrived, Elmira’s
happiness was short-lived. **Dudley.” she said I can’t have this beautiful refrigerator next

to my old washing machine!™

ERIC
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“Xeai're right,” said Dudley, “after all, we're rich now!”

S5, Dudley went back to the Main Street Appliance store. “That's right,
Dy dleyv.” said Harry, the appliance salesman. “you don’t even nced a downpayment, since
vou have alrcady purchased that refrigerator from us. We can add the $300 for the
washer to your present bill.. .| Let’s sce. you are paying us $12 a weck. We can add $6 a
weck, bringing it to a total of $18 per weck.”

“That sounds good,” said Dudley.

Now, finally, Elmira was happy. Two “drcam™ appliances in the same
kitchen. “I feel like the Rockefellers,” said Elmira. “Just think, you got an extra $20 a
week pay, and we're only spending $18 of it.”

But, like all “rich™ women, Elmira started to look into the newspapers, and
she just couldn’t believe what she could buy for only a few dollars a week.

“Say. honey,” she said, “don’t you think wall-to-wall carpeting weuld look
great in our living room?"

Dudley scratched his head. “How much did you say it was, swectic? Only six
dollars a week? Well, why not! We've scrimped for so long — we owe it to ourselves,”
said Dudley.

But, after the carpet arrived and was installed, Elmira began to feel that the
furniture looked awfully shabby. She felt she had to make a choice. Either she could get
rid of the carpet or go out and buy all new furniture. Elmira thought and thought and
finally she said, “What the heck is a few more dollars?” So, she went ahead and ordered
new living-rcom furniture. The set she ordered was beautifully done in Early American.

Dudley didn't care, becaus: he liked the couch.

14

29



Betore long, they were spending money as fast as a down-hill racer. The
reasun was that cveryching that they boaghrimade their old stuff look old and dingy.
They began to wonder why chey had never done this before. 1t was yreat fun!

One night. however. Dudley was looking for some pretzels to go along with
his beer and he came across his pavment books. He nearlv died! **Say Ellic — there are
15 boouks of coupons here!”

Elmira came over. “Oh. don't worry. dear, we're up to date on all of them.”

Now the wheels in Dudlev’s brain began to turn. “That’s an awful lot of
coupon books. Let's add them up.”

So. Elmira and Dudley began to figure. They came up with the figure of
S$92.50 a week!

"Gee wilikers! That's more monev than 1 made five years ago!™  cried
l)ucﬂcy.

Now Dudicy was afraid to look any further. But he did. Some of the
payment books had almost three vears left to go. Can it be $25 a week in interest? Before
it would all be over, he would have paid thousands of dollars in interest alone!

“Oh, dear,” cried Ehnira. “and 1 wanted a Florida vacation. too.”

“No Florida vacation for us. that's {or sure.” replied Dudley.

To make things worse. onc day the lacquer in the auto body shop caught
fire and put Dudley out of work for two months. Then the phone began to ring and the
dunning letters started to arrive. Finallv. a man came to the door. **Sorry. but I've come
to take the refrigerator.”

Poor Dudley and Elmira!
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The Johnsons

Bob Johnson took home¢ $170 a week, on which he supported himself, his
wife Mary. and their two boys. Bob and his family lived carefully — never beyond their
means. Just the same. with a growing family, Bob could only manage to save a few
dollars cach wecek.

One week, Bob's employer, The Tasty-Tasty Bakery, gave him a $20 raisc.
Before the raise, the family budget looked something like this:

Housing -~ $45 Clothing - 815

Food - 845 Insurance

Car - $30 & Savings - $20
Misc. ~ $15

Like Dudley and Elmira, Bob’s family neceded a major appliance. They
needed a washing machine. Unlike Dudley and Elmira, however, the Johnsons wanted to
be sure to get the best product for the least amount of money. When Bob showed up at
the Main Strect Appliance store, the salesman greeted him, saying, “Have I got a buy for
vou! Look at that beauty in the window! Only $10 down. . . casy payments..."”

Bob, being more cautious than Dudley, wanted to know the total cost of the
washing machine, including all costs: sales tax, interest charges, insurance, etc.

Lonfronted with these questions, the salesman was at a loss for words. “Gee.
Mr. Johnson, I don’t have my book on me. If you comc back tomorrow, I can give you

all the information you want. I do know that the cash price is $299.95.”

16
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When Bob arrived home, he told his wife the Main Street Appliance store

wanted $300 for the washing machine on display in its window.
“That’s awfully high,” said Mary. “I checked the Consumer Bulletin today in

the library. Here — I made some notes. ... That particular model received a rather poor

rating, and it costs more than some other models that were rated a lot better. Bob, let’s

Il

get this “Clean Superior” model. That brand is carried by the Plain City Appliance Co. —
I checked in the phone book. We should be able to get it for around $250 at Plain City.
Maybe for less — they’re having a sale.”

Sure cnough, Plain City Appliance had it for $230. It was not a super-super
automatic model, but it could do whatever the Johnsons necded by pushing an extra

button after the “wash” cycle. They were delighted.
“Will you take our old washer as a trade-in towards the price of this new

washer?” Bob asked the salesman at Plain City Appliance. The salesman said that the
store would be glad to give them $20 for their old washing machine, and that this $20
could be used for the downpayment on their new machine. The remaining $210 could be
financed on the store’s “casy payment” plan.

“Well, I'm not sure.” said Bob. “We’d like to check into several plans.”

Bob and Mary then visited two banks and a finance company. They figured
the total interest costs of cach plan. The results were remarkable! On a yearly basis, the
store charged 18% interest, the finance company charged 24%. one bank charged 12%,
and their own savings bank charged 9%. The savings bank also had a plan whereby, if
they agreed to leave at least $230 in their savings account at the bank until the loan was
paid, they would be charged only 6%% interest.

The Johnsons were really impressed by this last plan. Mary said, “We can
borrow money and make money at the same time — we will still get 5%% interest on our

savings account.” (They had about $600 in their savings account.)

17
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Bob told the loan manager, ““I believe that we can manage to leave at least
$230 in our savings account without touching it, if we don’t have any emergencies.”

“It’s a deal. then,” said the loan manager. “$8.35 a week will pay the loan
off in half a year.”

When the new washing machine arrived, the Johnsons had the same problem
as our friends the Smiths. Now the refrigerator looked old and dingy. The children
pointed out the difference.

“Sorry, kids,”” said Bob, “we simply can't afford a new one. It still works

fine: we can get a refrigerator enamel and paint it.”

Now, the johnsons had about $11 a weck left from the raise that Bob had
received. They held a family conference. It was decided that they would put $6 toward
home improvements, but they would put the $6 away each week until they had the cash
to pay for cach thing, onc at a time. With the remaining $5 they would get a power
lawnmower. They could use it for the lawn arca in front of their house, and the boys
could carn some spending money by doing other people’s lawns.

Once again, the family checked the consumer’s guides and also talked to a
friend who worked as a gardener. Both sources agreed that the Sharp Blade lawnmower
was both good and reasonably priced.

Once again, they were fortunate in finding a hardware store that was having
a sale. It was sclling the lawnmower that the Johnsons wanted at a 10% discount,
bringing the cash price required to $145.20. The Johnsons went back to their bank, but
this time they did not want to have to tic up any more of the money in their savings
account. This time they agreed to pay 9% interest. They would repay the loan in 30
weeks.

Gradually, the daily life of the Johnsons began to change. The boys were
making almost $50 cach week by mowing lawns. and everything was looking better and

better.
18
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Suddenly, one afternoon, Bob broke his feg while plaving softball. His
medical bills were paid by his company’s insurance, but he received only 15 paid sick
days from his job, and the doctor said he would have to stuv home from work for at
least two months. But Bob was prepared. Some time ago he had taken out an insurance
policy that would pay him $100 a week while he was out of work duc toillness or
accident. Also, the boys were willing to help out until their dad was back on the job.
They were able to raise ¢xtra money with their lawnmowing and other odd jobs.

The Johnsons' story shows that it is not always how much you make that

counts, but how vou use it.

Let’s Talk About It

1. What were some of the mistakes that the Smiths made?

[$%]

What is the advantage of borrowing “vour own monev™ from a savings bank rather
than withdrawing your savings?

3. Do you know any people like the Smiths?

4. Do you know any pcople like the Johnsons?

19
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Bill Jones loved music. He wanted to be a soul singer some d~ .. .as great
as Otis Redding, maybe. Bill didn't own a radio or a sterco set. He wa. "boy a* a
local restaurant. He dide't make much moncy, but then, what could a boy 1 »xpect?

Onc day, Bill happened to sce a Dynamite sterco record plaver in the
window of Discount Charlie’s store. “The Otis Redding Special” cost only $64.99, -~
according to the advertisement in the store window. The small print under the picture
read. ©$5.00 down and 12 months to pay at 3% interest.”

Bill didn’t have $65 in cash, but he did have $5. Besides, what’s 3% interest!

Bill liked his new Otis Redding Special and the first payment was only
$6.80. But what Bill didn't rcalize was that thc model he bought was actually overpriced.
The idea of paying only $5 down and having a whole year to pay off the balance had
“carried him away.” With a little shopping around, he would have discovered that he
could have bought the same set at a discount house for $29. To add insult to injury, the
3% interest” he paid was 3% per month — actually 36% a ycar! So Bill ended up paying
$76 for a set he could have bought f.r $29,

The ad that “‘hooked” Bill. like so many used today, lures people into
buying things they may or may not need, leaving the buyer without any concern for the
cost. How do they accomplish this? What techniques are used? What can the average guy
or gal do about it?

One way to protect yourself from too-persuasive advertising is to understand

the many different appeals that arc used. The following are some of the most common.

e
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The “Hurry-Hurry " ad:

This ad is an invitation to a wild stampede. It tries to hammer home one
point — you'll lose out badly if you don’t move fast. “‘For a limited time only! Only 50
of these sensational Breezy Brand mini skirts! First time in this arca at a price so low
you will have to come to see them for yourself. But Hurry, Hurry, Hurry!”

Here's another: “Act fast. record fans! This oldy but goody collection is
selling at $17.95, and today is the last day to get absolutely free with it, 10 glossy
pictures of the greatest stars of all time, such as Conway Twitty, Elvis Presley, Little
Richard, and many, many more. But you must act fast!”

These ads try to make you “panic,” in the hope that you may join the mad
rush to the “bargain.” trying to beat your neighbor before the supply is gone. Under

these conditions, you are not in the thoughtful, cautious mood that you would ordinarily

be in when purchasing a product.

The **Magic Wand™ ad:
Another technique is to appeal to the consumer's feclings of insccurity. The

product offered wil make everything perfect. You'll be admired, loved, the center of

attraction. It's like magic!

“Do youworry about your appearance? Use Starlet soap.” “‘Sce that girl
surrounded by admiring boys? She uses Smil-O Toothpaste!”
Or. how .lout...."Gee, Mary. [ can’t go out tonight. Just look at my face!

Jimmy will never ask me to ride in his new convertible. What can I do?” *‘Don’t worry,
Suc. I just bought some CLEAN & COVER. Use it and sce if it doesn't do a great job.
Jimmy won't even see any of those blemishes.” “Gee. thanks, Mary.” “Don’t thank me.

Thank CLEAN & COVER.”
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The misleading ad:
Misleading ads, sad to say. account for a fair proportion of ads of all types.

For instance, every day in the daily newspapers you will see ads like this under the

“Apartments for Rent” section: “3 rooms. oil heat, hot water included. New floor tile,

picture window. $145.00 per month.”

When you go to sce the apartment.you find that the three rooms consist of
one bedroom-living room. a kitchen big enough only for dwarfs. and the so-called third
room is an oversized closet. The oil hear is not paid for — only the hot water is
included. And the picture window overlooks the garbage dump.

Ads for aluminum siding. new windows, and all sorts of home improvements

are likely to promise more than they actually deliver. There will be all sorts vi “extras”

to pay for when you actually go to purchase them.
You will even find this type of advertising used by many local stores. They

may display a large sign in their window reading “Star Sncakers — regularly $11.99 —
now $6.66." Then, underncath, in very small print that can barely be read, “If perfect.”

L]

or *irr ” - which means, of course, “irregulars.’

The **Association” ad:

Another gimmick used is that of “association.” *‘John Astronaut, after his
ma.. - moon flights, krnows precision. That's why he chooses “Ever-Sharp™ razor blades.”
This type of ad is used frequently in the hope that the consumer will purchase the
product because it is used by somconc that he holds in high estcem. not necessarily
because it is better than some other product. And so we have ads full of phony doctors

and scicntists, as well as sports stars. social big-shots. entertainers, etc., etc.
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he “Frightening” ad:

This is used to scarc vou into choosing a particular product. **No one can
always eat the proper foods. Don’t rob yourself of the essential vitamins vou need in
order to lead a long and healthy life! Take N-R-G Vitamins every day!”

“Arc vou being slowlv poisoned by the food you eat? Subscribe to Natural
Nutrients and learn the true facts.”

“Fuar” ads for life insurance are often aimed at young married people. For

example, insurance companies love to contact voung husbands and ask them. “*What

~would happen if you should dic tomorrow? What about your wife? Your babies? What

will happen to them? Why not contact vour “Protection Insurance Man” today and
insure your family of a bright future!” (This is not to say that a young married man
should not have insurance. But he shouldn’t be frightened into getting what the salesman

wants to sell him. This sort of purchase takes a lot of investigation and thought.)

The “Super Bargain™ ad:

This ad attracts your attention by offering. 1y, a 8400 color television set
for the ridiculous price of $210. It tells you the brand name. one which you are
famr with. Then it will go on to say that the store bought a carload when a
distributor went out of business. and that is why they cin afford to sell it for so low a
price.

The problem is that, when vou get to the store, the salesman tells you, “Oh,
I'm awfully sorry. but we just sold the last of those models. I'll tell you what. though. I
can give you the same amount of discount on this TRUE-COLOR sct.” Unless you know
better, you will probably walk out of the store with the substitute product, which most

likely is not even worth the low sale price.
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A variation of the “'Super Bargain™ ad is the “Bait and Switch™ ad. The
“bait™ is often an appliance, a well-known brand. selling at a ridiculously low price. When
you get to the store. the item is there. all right, but it might as well be nailed to the
floor — YOU are not going to get it! The salesman will point out all irs flaws, real or
imagined, and you will soon find vourself looking at merchandise costing five or ten

times as much.

The “Keeping Up™ ad:

All of us have seen these ads. Most people don't like to be different. We
have a strong urge to conform to what others do. This causes a lot of people to spend
more money then they should, just trying .o “keep up with the Joneses.” An example of
this: *“Everyone today is wearing long hair. Men love for their women to have fong hair.
Don’t you want to keep your hair looking great al! the time, without any fuss or bother?
Get your hair styled at Barney’s, where all the voung people are going these days. Young
men. too, are taking more of an interest in the way their hair looks. Barney's has stylists
that specialize in men’s hair styling. Stav in step with the new gencration - come to
Barncy’s.”

How about one for the
slightly older group: Do
you know that nine out of
ten Americans that use as-
pirin use Flippo aspirin? So.
vou know that Flippo has

to be the best!™

Assorted gimmicks:
There are the appeals to

snobbcry - “Meet Mr.

Superior, {Look at that

house!) He drinks Expenso

Scotch.” There uare  the

vague claims —  “New,
improved!™ (over  what?)
“Nine out of 10 doctors
recommend Sooth- o
(Let's see the “scientific”
study that that is based on')
Exaggerated claims,

half-truchs, sometimes

outright deception - all are

used  from time to time.
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The Federal Trade Commiission investigates  :nd stops some mis]cuding

advertising, but at times it takes years. However. more and more companies have

abandoned this sort of thing. voluntarilv or otherwise. Bur others are still doing it. It is

up to the buver himself to develop resistance to ads that cither mislead or attempt to

lure him into buving something that he reallv doesn’t need.

o
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Let’s Talk About I¢!
Many chop]c feel that most advertising is a waste of money - that the buver actually
pays tor it in the cost of the products he buys. Others feel that advertising brings
down costs by increasing the volume of goods sold. How do vou feel about this?

Can you think of any cases in which an ad helped vou to find a real bargain?

What advertising appeals do vou believe are most effective on voung people? Explain.
On old people? Explain.

. A : : : Yot
How can vou “protect yourself™ against deceptive or too-persuasive advertising?

oo
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I KNOW IT'S THE BEST BRAND
BECAUSE IT'S ADVERTISED MOST!

Jill and Sue were shopping together for some toiletries in a drug store — one
of a large chain of stores. They headed for shampoos first, because they both were
running short of shampoo.

“Here's my brand,” said Jill, as she put the bottle into her basket. “Gosh,
how the price has gone up since last time!™

Sue was busy looking over all the brands. Finally, she picked out the one
with the store's own label on it. “You know,” she said, “this bottle costs less than half
of what that costs. I'm going to try it.”

“But.” said Jill, “Glam-Yure” brand is best — cveryone knows that! Besides, I
always sce it advertised -- that means it has to be good!”

“Who do you think makes thiv brand — with the “Pure-Drug” name on it?"
said Sue. Maybe it's the same company that makes “Glam-Yure” brand, for all you
know. Or some other good brand. With the money 1 save on the shampoo I can buy
some hand cream. I hope they have a “house brand” of hand cream here.

“Not for me!” cxclaimed Jill. I know this is the best. And only the best is

good cnough for my hair!™

Every time you shop, you make decisions. How do you decide which brand
to buy? When it comes to small items, do you always take the one that you sce

advertised the most, like Jill? Or do vou give lesser-known brands a chance to ““prove
\ g p

themselves''?

26



O

ERIC

Aruitoxt provided by Eic:

Often, lesser-known brands are fullv as good as nationally advertised brands.
“House” brands are generally manufactured by the same companies that produce the
advertised brands. They scll for a lot less money, because their price does not include
the high costs of advertising. Of course you may prefer another brand in actual use — but
you'll never know unless you try.

The great number of products advertised adds to the confusion. In many
cases there is little difference between them. Then cach brand shouts at you, “BUY ME!
I'M THE BEST!” If you happen to sec more of the advertising of a particular brand,
soon you will start to assume that that onc really is the best, and you will ask for it, or
pick it out, when you go shopping. That's what the company hopes will happen. But
unless you have unlimited money (and who has?), your best bet is to shop for price as

’

well as “name.
Of course when it comes to really important purchases — a record player, a

bicycle, new tires for your car — you can’t really afford to simply “try out” an unknown
brand. with the idea that. if you don't like it. you can always buy another brand “next
time.”” In a case like this. you must consider many things as well as price — the
reputation of the manufacturer. the warranty he offers- (more on this later). the
reputation of the dealer for giving scrvice, cte.

There is another big help available to consumers - national organizations

that test products and publish the results of their testing in monthly publications.

The two best known organizations of this type are Consumers’ Rescarch,
Inc.. located in Washington. New Jersev, and Consumers ''nion, Inc., located in Mount
Vernon. New York. Consumers Union is by far the larger. Each month it publishes
Consumer Reports: 2 million copies are sold cach month. Both these organizations exist
onlv to help consumers get the most for their money. They try to test brands that are
popular all over the country. and then they rate them by quality. They also make

reccommendations on *“*best buys.” considering both quality and price.
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Other companies sometimes put “Consur.cr” into their names to take
advantage of the reputation of these testing organizations. so even here you must watch
your step to be sure you get the publications that really have “no ax to grind.” A trip to
your library to look over these publications will make you a wiser consumer. You will

often find that the most widely advertised products are not the best you can buy.

Lec's Talk About It!

1. How do you personally feel about depending on brand name- to assure quality?

| O9]

What sorts of products might be good to try on the basis of price alone?

3. What sorts of products should not be bought with»ut a lot ¢ information as to their

quality?

4. Would you rather buy : top-quality brand (of a large appliance, say) from a store
that gives no service. or a slightly lower quality brand ir>m a store that has a
reputation for prompt and good service?
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LAW AND THE BUYER

A contract is an agreement between a buyer and a seller that covers all the
details of the things they promise to do. A contract can be made orally or in written
form. As you have seen on the previous pages, problems can arise for the buyer when
promises made to him by the seller are not put in writing. Very little business could be
conducted if buyers and scllers continually failed to carry out their parts of agreements.
Because of this, a person who breaks a contract may be held responsible and may be
taken to court. If it can be proved that he failed to keep a promise that he made, and as
a result, the other party suffered a loss, the person may have to pay damages (mor ¢y paid
to compensate for the loss).

Since a businessman’s ability to keep his word is a business asset {advantage),
he is not likely to endanger his reputation and damage his business. The same, of course,
holds true for the buyer sceking credit. A “bad risk” credit rating can prevent him from
buying on time or borrowing money. Both the buyer and the seller suffer when they fail
to keep an agreement.

Everytime you buy something, you enter into a contract! That is why it is so

important that you know your rights and responsibilities when you enter into a contract.

Oral contracts:
When a salesman is talking to a customer about a particular product, he is

obviously trying to sell that item. He wants the customer to belicve that this item is just
the thing he needs. Since most salesmen work on a commission basis, the more they seil,
the more money they make. For this reason, you are going to find some salesmen that
will use means that are not really honest.
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A wise buyer will not believe cverything that o salesman says. One thing a
buyer must look out for is puffing. This is an exaggerated claim about the product. For
instance, the saleswoman tells Susan that the pants outfit she has tried on *fits
beautifully and is just the right color for you™.

When Susan arrives home, her amily tells her that the pants arc too tight
and that the color makes her skin look sallow.

A salesman must not lic about a product, but he can certainly exageerate. 1f
he actually lies, then he has violated the law and can be taken to court. By now, you
may be confused. You arc not the only one.

Take Charlic. for instance. Charlie  was told that the table he purchased was
very strong and was made of solid maple. When he brought the table home and rested his
television set on it. the table broke. Charlic's friend, a coffin maker. told Charlic that the
table was a cheap imitation and not real maple. Now, in this case, if Charlic had it in
writing that the table was solid maple. or if he had brought a fricnd with him who had
heard the salesman’s claim. he could take the matter to a small claims court for
settlement. Obviously, the salesman had lied.

These two examples — Susan and Charlic  are rather obvious examples of
“puffing” and out-and-out “lying” - but now figure this onc out. The owner of a store tells
Mary that a certain framed reproduction of a painting is very fine and well done, and
hence very valuable. Mary buys the painting for $25. Two weeks later she sees the exace
same painting in another store for $4.95. Would a judge say that the owner was puffing

or lying when he sold Mary the painting?
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Written contracts:

A contract does not have to be in any particular form to be binding.
However, cvery state requires certuin contracts to be in writing in order that the courts
can enforce them. These would be contracts involving the sale of real property, that is,
land and tne permanent structures on it. Also. if the period set for carrying out the
contract is morc than one year, it would fall into this category. In some states, it is
required to have written contracts for the sale of goods that cost more than a specified
amount of money, often $500.

[t is important to put agreements in writing. If a salesman tells you a specific
job can be done by a product, have it put in writing. Once you have your agreement in

- . - AN
writing, there are two things vou must be sure of:

1. Is the coi  ct accurate and complete? Are the nccessary signatures on it?

2. Do you understand all the terms of the contract?

Not cvery contract that you arc going to enter into will be written in a
manner which will make it casy for vou to understand. Often the terms used will not be
familiar to you. such as those used in the buying of real property. In cases such as thesc,
a lawyer should be consulted. A lawyer costs money, but not ncarly so much as a

contract that doesn’t say what vou think it says.

Implied contracts (Promiscs):
“Implied” means expressed indirectly rather than stated in actual words.

When you purchase a product, yvou take certain things for granted. For instance, if you
buy a hamburger, you assume that it will be fit to cat. If vou buv a pair of pants, you
expect that they will last for at least a reasonable length of time «r:d won't fall apart the

first day you wear them. If you buy a record plaver. you expeit i+ tu work properly.
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Things such as these vou would take for granted. Most people do not bother
to ask the salesman about them and he does not bother to mention them. Bur. just

.

because they are not mentioned, this doer not mean they are not part of the “contract.”™

They are a legal part of your contract.

Implied contraces may be made by the buver as well as by the seller. For
example, Jill James goes into a diner and sits at a table. She savs to the waiter, “Give me
a steak and a salad.” The waiter brings Jill her order and she cats everything. When she is
finished. the waiter savs “That will be $4.75. Jill savs. “What do you mean? I didn't sav
that I would pay for it!™

Many cases in our courts today deai with the implied contract.

WARRANTY

Th“ rﬂ.‘v“-- - ot o "-
o - v g s
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Warrantics and guarantees

The words “warrantv™ and “guarantee™ have much the same meaning in
respect to goods for sale. They both = fer to a written statement by a manufacturer (or
store) that promises certain things it « product turns out to be defective. They may
promisc to repair the item, or replace it or give vou vour moncey back “if not satisfied.”
There is almost always a time Timit to the warranty or guarantee. The word “guarantee”
is often used in a general sense. however, of a promise that an article is of “vood
quu]ity.”

Although an oral warranty is legally enforceable in the coures. it is so
difficult to prove that it is always better to get a written warranty. Most manufactured
products are sold with warrantics. Even a promise tat a garment will not fade or shrink

Is a warran ty.

iHere is a story Jdealing with a warraney and an implicd contract.

Harry Sadowski bought a new car for $3.500. The car never worked right
from the beginning. The engine did not sound right from the first day he brought the car
home. But. when he went back and questioned the dealer abour it, he was told thae the
noises should go away within a fev days.

On his way home from the dealer’s showroom. Harry's new car just stopped
and died. Harry had the car towed back to the showroom. The dealer said he would have
it fixcd. When it had been repaired. Harry picked up his car. but within a few days. it

conked out again. This hiappened several more times.
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Harry got madder and madder with cach breakdown. Each time, the <caler
pointed out the new parts which his mechanic had put into the car. Two weeks lat. . the
car broke down for the cighth time. Harry had the car towed back to the dealer, and this
time he demanded his money back.

The dealer refused to refund Harry’s money. He pointed to a sentence in the
contract which Harry had signed, which read: “All parts warranted against defects in
workmanship for 30 days: no other warrantics or promises arc made.” The dealer claimed
that he had lived up to the contract. He had showed iHarry the new parts which had been
put in, hadn't he?

What could Harry do? He realized that in a case like this he would need the
aid of a lawyer. He talked with many people and was sent to a lawyer who had handled
many consumer problems similar to Harry’s. The first thing the lawyer asked Harry was,
“Do you have all of your reccipts for the repairs done and for all the towing charges?
These will be necessary in a court of law.” “"arry did have them. The lawyer asked Harry
if he had his contract. Harry showed it to him.

While the lawyer was reading over the contract, Harry spoke up. *‘You know,
the dealer said that he lived up to his part of the contract and he doesn’t have to refund
my moncy because it doesn’t say anything in the contract about the car’s running
properly.”

“Mr. Sadowski,” said the lawyer, “just because it is not written, does not
mean it is not implied. In cases such as yours, people have been able to get their money
back because of the simple implicd condition that when you buy something, it is
understood that it is going to work the way it is supposed to.”

The lawyer agreed to take Harry’s case. Harry was lucky because the case

was settled out of court and he received a new car.

“Denial of Warranty™
A denial or disclaimer -:arranty is onc where 1o promises, including
“warrantics of merchantability,”” arc made. A warranty of merchantability is a promise
that the item will be of average or fair quality. If Harry, for example, had had a
disclaimer of warranty in his contract, he would have been out of luck. A disclaimer of

warranty is found in contracts such as those involving used cars.
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f.

Let's Talk About 1!
What is a contract? Dovs it have to be written down?
What is *puffing™?
Give an example of an implicd contract that you muke almost every day.
Discuss Harry Sadowski's case. Do you believe that there are many people in Harry's
position who would do nothing about their problem and would Just chalk it up to
the fact that they bought a “lemon,” or to “experience™?

When must a contract be written?

fn vour own words, explain a “denial of warranty.”
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FRAUD AND YOU

When a person has committed fraud against you, it simply means that he has
tricked you into buying an item or service. Fraud is out-and-out deception, trickery, or
lying.

Read the following stories, and when you are through. the term “fraud”
should be clear to you.

A door-to-door salesman tells Joe Lumas that he can have an FM radio in his
home for two wecks absolutely free: if he doesn't like it after the two-week trial period,
he can return it at no cost to himself. He signs the agreement. In a few days the radio is
delivered to his home. After 5 days, Joe decides to call the company. because the radic
has had very poor reception. He discovers that he doesn’t have the company's name or
address. A week later, Joe reccives a pavment book with a note saying that if he fails to
make any of his payments. he will be liable for suit (that is, he will be sued for the
money in court).

Joe becomes cnraged and phones the finance company. He discovers that
what he signed wasn’t merely a receipt for the trial use of the radio but an installment

contract for $75.00.

Mrs. Urbon is 75 years old. Unlike many old people, she has saved a lot of
moncy during her life and has quite a large sum in her savings account. For many years
she has collected antique figurines as a hobby.

Ong day. after returning from the bank, Mrs. Urbon was approached by two
fricndly young women. The two women were well dressed and they spoke to Mrs. Urbon

as if they had known her for a long time. This confused Mrs. trbcn, since she could not
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remember ever having mer them before. After a few minutes, the two women had
convinced her that they were interested in secing her beautiful antique figurines. They
had been told by several people that Mrs. Urbon had the finest collection in the arca. Mrs.
Urbon, being extremely flattered, was quite happy to let them come home with her and
sev her collection. After visiting for a couple of hours. the two women told Mrs. Urbon
that they knew of a woman in the neighboring town of Springficld who had just passed
away. She had had a large collection of antique vases and molded figures. Her husband
was offering to scll all of his late wife's articles for just $2.000. Mrs. Urbon was very
interested in whar the women had to say.

“You mean that T can actuallv purchase all those things vou have just
described for only $2.0007 When can | go and sce them?”

“Well, that’s just i, Mrs. Urbon. Her husband is still in mourning, and he
doesn’t want anyone going through his house just vet. That is why he contacted us. so
that we could take care of the details for him.™

"1 could wait.,” said Mrs. Urbon. ™I really would like to sce the articles first
before | pav for them.”

“Well that is another problem. You see. if we don't sell them for him soon,
we are afraid chat he will change his mind.”

“That settles it.” said Mrs. Urbon. “Come with me now to the bank. ladics.
and T will take out the moneyv. I surelv don't want to miss out on this chance.”

The two women wenr with Mrs. Urbon to the bank. the Plain City bank.
where they waited while she withdrew $2.000 from her account. She gave the cash to the
women, and they agreed to return to her home in one hour with the prized antiques.

Mrs. Urbon waited patiently for hour after hour. Finally she called her
daughter. Afrer Histening to the storv of what had taken place. Mrs. Urbon's daughter
phoned the police. They told her that the two women were probably 1.000 miles away

by now. and there probably wasn't much that could be done.

Mrs. Greene agreed to purchase some furniture for her home. The salesman
filled out an installment contract. In the space provided for a description of the
merchandise he wrote: “Five (5) rooms of furniture.” Mrs. Greene signed the contract,
and the salesman pur it awav. After she had left the store. she remembered that she
didn’t take her copy of the contract. She was in a hurry and she thought to herself, “Oh,
well, 1 can pick that up the i <t time 1o downtown.”

Onc month later, the furniture arrived. Mo h of it was damaged. Mrs. Greene
returned to the store to register a complaint.

The salesman took out the contract. which now' read: Five (3) rooms of
furniture - damaged furniture to be aceepred as is. The contract. of course, had been

siened bv Mrs. Greene.



Let's Talk About It!

1. Very simply. what is fraud?
2. Inwi wav are the three examples given alike?
3. Go t rrough cach story and find all the mistakes that cach “victim™ made.

4. Docs it work both ways: Can a buver ~ommit fraud against a seller?
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HELP!

Much has been said about what to look out for, but what if vou should still

“get taken™ in a business deal? What should vou do?

Charlic B. Cool complained to his parents that he needed an air-conditioner
in his room. He was told, “All right, Charlic. Why don't you go downtown and pick one
up? You can usc the money that you earned working at Ernie’s gas station.”

“But, Ma.”" cried Charlie, “I need that money to buy new tires for my car!™

“Well, Charlie. we simply can't afford to buy an air-conditioner right now, so
you will simply have to make a choice. Either you buy new tires, or you stay cool.”

Charlic thought about the problem for a long time but couldn't reach a
decision. The following week, Charlic was listening > his radio when the weatherman
said “The next few days are really going to be scorchers! The temperature will be in the
90's...”

“Pll feel like a cooked goose in this room unless I get myself an
air-conditioncr,” thought Charlie. '

Charlic went downtown and said to himself, “I've got to get onc right away,
so I can’t shop around. The first place that I sec that has one for a decent price is where
Il gee ie.”

Charlic walked about a block and saw this sign:

BE COOL TOMORROW
BUY A “FROSTY” AIR-CONDITIONER T:ODAY

ONLY §109.95

Charlic walke inside the store and told the salesman what he was looking

“This model is the perfect size for vour room, and it is guaranteed for two
full vears,” explained the salesman.

“I'll buy it!" replied Charlic. He took the air-conditioner home and it was
just great. “Man!" Charlic told his friends, "It’s like sleeping on a keg of ice. . . .it's outa
sighe!™

The following summer. Charlic installed his air-conditioner in his room again,
only this time it wouldn't work.

“Well,”" he thought, *'I don't have anything to worry about. After all, it’s

guaranteed. I'll just find my warranty slip and take it back to Mac's Appliance Store.™
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Charlic scarched all over for the warranty slip. He tried hard to remember
where he had put it. The more he thought. the more sure he became that he had never
received any such slip from che salesman. The sakesman he 7 said that he would receive a
warranty certificate in the mail.

“Well, T just bring the air-conditioner down to the store. I'm sure thev
have a re rd of when 1 bought it.”

Yen Charlie arrived at the store. he found our that the salesman who had
sol « conditioner was not \\'orking there anvmore. He went to Mac himself,
esoson” said Mac, may T help vou?”

Yes" Charlie said. 1 bought this air-conditioner here in July of last vear
and now it doesn't work.”

"1 sorry sons but that pusicular model was only guaranteed for 90 davs.™

“Oh, man!™ cried Charlie.  Your salesman told me that it was goaranteed
for two vears,”

“Welll F'mosorrv. but that salesman is no longer here. and. unless vou can
show me some real proof. vou are going to have to get that unit repaired vourself.”

Charlic went home thoroughly disgusted. He decided to go down to the
Beteer Business Burcau. He looked in the phone directory and found the address of the
office nearest to his home.

I'm going down there and fix dac’s wagon o od.” he said to his mother on

-
S i+ otw—

BF;"bg

his wav out the door.

Bus"‘?.&

Burzay
-

I
i3

When Charlie arrived at the Beteer Business Bureau. he was ¢ ven a form to

Pl oue He asked the clerk if there was anvone there that he could talk to. because he
needed some help in filling out the form,

The wonum that was sent out o help Charlie asked him why he hadn'e
phoned the Better Business rireau before he went 1o Mac's Appliance store.

“Why, every e hnows that the Better Dasiness Bureau is the place to co to
when vou have been cheated 4 store said Charlic. “Why should T call vou betore

anvthing happen.?™
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“You are correct in one wav. Charlie, but the trouble is that too many
people wait until they are “in the fire.” so to speak. and then thev come to us, when
many times they could have avoided the trouble in the first place.”

“What do vou mean? asked Charlic.

“You sce. Charlie, the Better Business Bureau keeps a file on every conipany
that we get leteers and complaints on. So if vou're thinking of dealing with a firm you
don’t know about. vou can phone us first. We can let vou know if it is a reliable firm.”

“Do yvou mecan that if I had phoned vou first. vou could have told me that
Mac was a crook?”

“Well, ot in so manv words. Charlie. but we could have told vou that we
have had manv such complaints, and that his companv does not meet our standards.
Another thing. the Better Business Burcau puts out pamphlets thac give people tips on
what to look out for in a sales contract. as well as pamphlets on home improvements,
refunds and exchanges, and manv others.”

"I I had only checked with vou firse.” said Charlie. 1 could have saved
myself a lot of grief! But - what can I do about it now?™

“Well, we here at Better Business Burzau are not l;nvycrs, but we are
businesamen and women whose purpose is to build and maintain public confidence in
business. When we get a complaint against a company like Mac's Appliance Store. we
send their file over to a stace ageney or to a small claims court. In Mac's case. his file was
turned over to the State Consunier Protection Ageney.”

“You mean that you're not the only place a guyv like me can go to?”

“Charlie, in this arca alone, there are over five agencies that handle consumer
complaints.”

“Well then what should 1 do?”

“Here is the address of o state agenev and the person to speak to. Thev will
be able to help vou. Charlie.”

“Gee. thanks a lot, . . .and next time I'll know who to call first!™

Charlie went to the state’s Consumer Protection Agencey office. where he was
crected by Meo O'Hara, who handled complaints similar to Charlic’s.

“Wello Charlie.” explained Mro O'Hara, “this is going to be a tough one. First
of alll i vou had shat coarantee. it would make things a lot simpler.”

“But the man gave e his word that it would be mailed to me within two
~eeks.”

“You should have called up and inquircd abour it as soon as the two weceks
went by and vou didn't receive the guarantee in the mail.”

“Welll to tell vou the truth, things were going great at che time. and I just
never worried about a thing.”

“Now. Charlic, here s the problem. The fact that he gave vou a promise
means that be made an oral contract with vou. . awhich s exacthvy what we are coing to

have to prove. T am going to phone Mac’s later on todav and see whae 1 can do. There is
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an outside chance that I can convince him to fix vaur air-conditioner for vou.”

“One thing. .. .what is this about small claimscourt?” asked Charlic. “I'm
not sure thar [ completely understand it.”

“Well, first [ will phone the store. If that doesn't work, then 1 will have to
send vou to small claims court.™

“You have to have a lawver to go to court, don't vou? I can't afford a
l;l\\'yc!’.’"

“No. don’t worrv. Small claims court is exactly what its name implies: it is
meant only for those comphliines that involve amounts under a certain set figure -
usualiv $200.7" ’

“What happens when | cet to the courthouse? What do I do? How will |
know where to o in the building?”

“That is very casv. You just have to check the dircctory in the hall for the
room number of the small claims court. and then the clerk will show vou how to fill out
the necessary forms. Bue it will cost §5.°

“As long

T
=

any results from vour phone call. Thank vou for vour help, Mr. O'Hara.’

as It is going to cost me money. I guess I'll wait and see if vou get

When Charlie cot home. his brother asked him how things had gone. Charlie
told his mother and brother the events of the dav.

“Man, what a pain in che ---! Nothing but hassles.”

“Didn’t they help vou?" asked Ch o ie's mother.

“Oh, veah, they were great. Thev are doing cverything thev possibly can.
But what annoys the heck out of me is that I was such a fool in the first place. This
whole thing could have been avoided. You know. vou just can't walk into any store and
believe what thev tell yvou. If I had cied the Better Business Burcau firs. thev could
have told me whar kind of repytation that store had.”

“Hey. Charlie” called his brother. “Mr. O'Hara is on the telephone. He
wants to sy cak to vou.”

“Hello. Mr. O'Hara? This is Charlic. What's the story?”

“You are in luck. Charlie. They agreed to fix your air-conditioner.”

“Thanks a lot. Mr. O’Hara. You've been a lif¢ saver. In more ways than onec.

too. ‘cause I don’t think I could have stood this heat much longer!™
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The Betrer Business Burceau

We hope that from Charlic B. Cool’s story you got an idea of what the
Better Business Burcau is and what it is trying to ac’ieve. Here is a lirtle additional
information to make things clearer.

The Better Business Burcau is a non-profit agencv that is established and
supported by businesses nationwide. Every burcau operates independently. but within the
guidelines set down by the Council of Better Business Burcaus. The bureau's services are
free to all people. You are probably wondering why businesses would support a burcau
that helps the consumer and people like yourself. The reason is that they feel that the
average businessman is honest and should not be harmed by the few dishonest ones. Also.
in many cases, there is a need for a referee to smooth out differences of opinion.

If vou have a legal problem or a contract dispute with a store. vou should

contact vour state’s official ageneyv that protects consumers.
The State Consumer Protection Agency

As we saw in the story of Charlic B. Cool. Charlic was helped in his dispute
with Mac’s Appliance Store. by the State Consumer Protection Agency.

Many questions are probably beginning to form in vour mind. When should |
call? Where are they located? Is there anv charge?

The State Consumer Protection Agency is actually what its name implies. . . .
a statewide “protection” agency for consumers. You should contact it whenever you fecl
that vou have been tricked or cheated by a businessman.

The agency will tell vou if they can help you. In almost every case they are
required by law to help you. but there are some cases over  which they have no
jurisdiction. such as cases involving faulty workmanship, contract disputes. and property
damage. In cases like these you will be referred to a small claims court. We will discuss
the small claims court more fullv in another section.

In New Jersey. the only office of the state agency is located in Newark: but
they do have a "Consumermobile™ that they drive around the state. To get in touch with
the agency vou can cither write or phone:

N.J. Division of Consumer Attairs
1100 Raymond Boulcvard
Newark, N.J., 07102
201-648-3622
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Let’s Talk Abour It!

1. Why is it important to read a guarantee?

S

Who runs the Better Business Burcau?

3. What agency was able to solve Charlic’s problem?
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SO, YOU WANT TO USE A SMALL CLAIMS COURT!

Have vou ever been so mad that you've wanted to sue someone?

Let's say that you have a painter come to paint one of the rooms in vour
house: and in the process he puts his ladder through vour expensive picture window, and
then refuses to pay for it,

You complain to his boss but without anvy results. You become so angry that
vou decide to take the man to court.

Or perhaps you feel that a local shopowner owes you more money than he
paid vou for some defective merchandise that you returned. Or maybe the drv cleaner
ruined vour favorite coat or dress and refused to pav for the damage.

Disputes such as these can be solved in a small-claims court. In these courts
vou can argue vour case without the aid of a lawyer. and the judge may allow you to
present evidence in a way that would be unacceptable in a more formal court.

These courts can be an effective avenue of complaint for the disgruntled
consumer. In Washington, D.C.. for instance, a consumer recently charged a local power
company for damage to his air-conditioner. The company, he argued. reduced its power
without first warning him, As a result, his air-conditioner was operaiiig on below-normal
voltage and broke down. The consumer won his suit.

If you wish to scttle a dispute in court, go first to your local small claims
court and scc the clerk. In many localities, the clerk will give you advice as to whether or
not to bother with the case. He can tell you how to act in front of the judge and can

help vou fill out the necessary forms.
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Only cases involving wmall sums of monev are accepted in small-claims
courts. For example. in New Jersey. the limit is $200 (cxcepr $500 in rent cases): in
Wisconsin, $500: in New York City. $300: in Washington.D.C.. $150. Manv of the courts,
to make it convenient for the working person, hold proceedings at night.

The evidence you gather while waiting for vour trial to begin will largely
determine whether you will win vour case. Collect. therefore, all relevant documents and
papers: invoices, receipts, cancelled checks, ete. — whatever will help to tell vour side of
the story. Be ready with vour cvidence. Can vou prove that the painter and not vour
children broke the window?

Also. contact any witnesses who might help vou, and have them app:.o in
court with you. If vour witnesses don't want to get involved or are busy on the day of
the trial, the clerk can issuc them a subpoena if vou wish. Of course, there mav be a fec.
If vou want an expert witness, such as a doctor, vou might have to pay him up to $100
a day. Other witnesses might also expeet pavmene.

If the defendant sends vou a “counterclaim™ or other legal paper before the
trial. take it to the clerk immediately. He will advise vou on what to do with it.

During the trial. stay calm. Tell the truth, using vour evidence and vour
witnesses to support your case. Don't argue with the judge or the other side. When the
judge asks vou a question. make vour answer bricf and to the point. He may ask vou
questions to help vou state vour case.

Many judges will decide the suit as soon as both sides have aired their casc.
If vou win, the defendant will probably send vou your mone~ immediatelv. You may
also be able to recover court expenses from him also. Sometir - " h.vour ‘¢fendant
may be penniless or may skip town. If that happens. financially your victory will be
worthless. Other times. vou may have to pay a law officer to collect the money for you.
If so. try to get the defendant to reimburse vou for that expense too.

Taking a case to small-claims court sounds simple. but remember that it is no
guarantce of a decision favorable to vou. Small-claims courts have not always been
effective for the consumer. That is why hiring an attorncy may be a good idea - that is,
if onc is allowed. In California. for example. lawyers may not appear in small-claims
courts.

An attorney will certainly increase your chances for success. If you don't
have the money to pay for legal fees, contact vour Legal Aid Socicty or a social service
organization.

An attorncy can be a necessity if you're suing a swindler. And without a
lawyer, you may not stand a chance against the other party. cspecially if he has dcfcnsc
counsel. In some small-claims courts you may be in hostile territory. since not all jﬁdgcs
are cager to right a wrong for a consumer. This most often is true if vou are suing a

retailer: Tocal merchants sometimes know the judges personally and use these courts as a

collection agency.
geney
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Whether or not you actually take a lawyer to court with you, it is a good
idea to consult with one beforehand. He will at least be able to advise vou if your case
is worth the time, trouble, and cxpense. I he thinks vour case is hopeless, he can advise
vou to drop it.

The thought of going to court to sue someone and arguing a case before a
judge is frightening to many. For those uninformed about small-claims courts and
ill-preparcd <, briag suit, the whole experience may be frustrating and embarrassing.

small-claims courts could be used more cffectively by consumers if they
would tale the time to bring a suit and if they do not mind the idea of going to court.
If you have the time and want to take the trouble, the courts may be able to help you.

Getting vour ‘“‘fair share” in the market-place depends on your knowledge of

vour legal rights and how you can best use them.

Let's Talk Abour It!

1. Brietly explain how a small-claims court works.

(o

Do you think it would be a good idea to *sit in"" on a small-claims-court hearing
before bringing a suit against someone?

3. In New Jersey, the fact is that the small-claims court is used more by collection
agencies than by pceople with complaints. Why do you think this is so?
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HOW TO SAVE

Few people — young or old — have enough money. At least. that’s the way
they think. There are always a thousand and one things that you nced: tickets to various
cvents, sports cquipment, new clothes... Once you start spending, you find it very
difficult to stop.

Many people belicve that a raise or a higher salary is the solution to their
money problems. But. as soon as they get that raise that they have been wanting, they
become frustrated and angry with themselves because they still can’t seem to manage to
save any moncy.

In fact, many rich pcople complain that they just can't live on their salarics,
because their position requires that they entertain often. They must hire a cook and a
maid. They alse must wear tailor-made clothing. The list could go on forcever.

The same thing can happen to a young person cven if he only has 85 a
week. He will swear that he needs more in order to exist. So how can he possibly save
anything?

First. you have to find out where your money is going. To do this you must
keep a written record. When you first start keeping this record, you must list cvery item
to the last penny.

Rough. you say? Yes. VERY. But. after a month or so of writing cverything
down, you will have a clear picture of where your moncy is disappcaring to. The facts
may be surprising,

Louie discovered that he was spending an average of 2 doliars a week on
smokes, soda, ice cream, french frics. .. .and it all added up! That comes to over 8
dollars a month, or $100 a ycar!

He also realized that his money was going in other directions, too. He

frequently bought comic books. car magazines,and spent money on jukeboxes and phone
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calls. Since he was receiving an allowance of $5 a week. he was alwavs broke. He was
always pleading for monev at Christmas and birthdavs in order to buyv gifts for his
family.

Louie thought about his problem for a long, long time. He had many choices.
He could use the familv power mower and mow lawns and possibly double his income.
He could eliminate snacks and save approximately 2 dollars that wav. He didn't have to
listen to the jukebox quite so much, because he had tons of records anvway. He could
use his home phone as long as he didn't make any toll calls, thereby saving himself
moncey without costing his parcnts any money.

Louic examined his “budget™ again. He decided that he would try all of his
choices at the same time!

At the start, he found the going rough, particularly the first two wecks. He
found onlv rwo people that wanted to have their lawns mowed., although between the
two he managed to carn $15. Out of that money, he had to pav his father 80 cents for
cas for the mower. He found that giving up french fries and other snacks was next to
impossible, but his records showed that he was spending only 2 dollars for the two weeks
rather than 4 dollars.

Instead of plaving songs in the jukebox, he bought two records. This wiy,
although he didn't save any moncy immediately. he could play the records as often as he
wanted, and it wouldn’t cost liim as much as it would have to play them in the jukebox.
He did save a dollar on phope calls. So. by the end of two weeks, Louic's budget looked

something like this:
Budget #1

Money Received From: ate: Moncy Spent For:
Allowance from parent  $5.00  7/1 Soda. french fries S .65
772
7/3 Two records 1.78
714 '
Mrs. Jones' lawn 7.50 7/5 French fries. ice cream .05
7/6
717 Pool, bus fare 1.85
Allowance 5.00 7/8 .
Mr. Bloomficld's lawn 7.50 7/9 Pool. bus fare 1.85
7/10 Soda 4.25
7/11 3 tennis balls 1.45
7/12 Movics 1.00
7/13 French fries 45
7/14 Gas for mower .80
Total amount received: $25.00 Total amount spent: $10.73
$25.00
-10.73
§14.27 remaining (Savings)
48
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At first glance, Louic was upset. because he still couldn't stay within the
money he received from his parenes: but he realized ¢ at Rome wasn't built in a day.
Certainly. he couldn’t expectto be a nillionaire after on'. two weeks. So. he stuck to his
guns.

By late August. Louic’s budger resembled Budget #2 below. By this time. it
was clear to Louic that if VOU IICTease vour income vou can aive '\'oursclf some rewards

like his new tennis racker: but the conclusion that Louie arrived ar was, “If vou want

to save - spend only half of what vou make.™

Budget #2

Moncy Reecived From: Date Money Spent for:
Allowance 5,000 8/15
8/16 Ice cream. sodas 5 .85
Mrs. Harold's lawn 8.50 8/17 Pool room 1.75
8/18
8/19 Magazines 00
Mrs, DeMast's lawn 6.00 8/20 Pool, bus fare 1.85
Q721
8/22 French fries, soda .70
Allowance 5.00 8/23
8/24
Mrs. Jones™ lawn 7.50 8/25
8/26 Pool. bus fare 1.85
Mr. Bloomfield's Liwn 7.50 8/27
3/28 French fries. soda .75
8/29 Tennis racket 1040
Total amount received:  $39.50 Total amount spent: $19.05

$39.50
-19.05

320.45 remaining (Savings )

o

Bv the end of the vear, Louie had saved $91.17 in the bank. The money he
had in the bunk had carned $2.17 in interest as well. By the end of the following vear,
Louic had $281.84 (89.67 of which was interest). . . cnough to buv a Honda-305 that

was used but in good condition,

Let's Talk Abour It!

1. Before vou can save monev, what is the tirse ching vou mu tdo? Wiv?

8]

Why isn't a raise always the answer toa money problem?
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WHAT “TRUTH IN LINDING™ MEANS TO YOU

Almost cvervone at one time or another will use some tvpe of credit. You
mav buy a car or an clectrical appliance on the installment plan. Or. vou may buv as
and oil or restaurant meals on a credit card. Alinost evervone signs a mortgage when
buving a house and sometimes when arranging for a major home improve.ac:..

Occasionally vou will borrow monev from a bank. financ. company. or
other lender for vacation use. or perhaps to meet unexpected medical expense.

In most cases. as we have discussed before. vou have to pay a charge for the
use of credit. The purpose of the “Truth in Lerding™ law that went into effect on July
11969, 1s to aid you in knowing exactly what the charge is for the credit. This also
makes it possible to compare the costs of credit from different sources. The law requires
that all creditors people who loan vou money must state their charges inexacely the

SAarmne way.

Two To Remember

The daw we have juse mendoned makes it casier for vou to know two of the

most imporeant things about the cost of credie:

1. Finance charge: the actal wmomne of money to be paid in order o obrain
credie.

=

Annual percentage rate:  the rate of interest per vear. This provides a wayv of
comparing credit coses regardless of how much monev is being borrowed or
how mant pavments must be made.

You probably know what interest s 076 per vear, for example. let's
suppose vou borrow $100 for one vear and pav 6% or SO for that money. If vou have
the use of the entire amount for one vear. then vou are paving an annual percentage rite
ot 67, Bur if vou repay the $T06 in 12 cqual monthly installments. vou do not have the
use of the entire amount for the full vear. In fact. over the enrire vear vou have the use.
on the average. of only abour one-half the full $100. So. the $o churge for credit in this
case becomes an annual pereentage rate of ubour 1170,

Some creditors use a “service charge™ or g Cearrving charge™ or some other
charge instead of interese. Or perhaps they may add these charges to the interest. Under
the Truth in Lending law they must total all such charges, including che interese. and call
the total the finance charoce. Thev must also el the anmrl percentage rate ot che toral

charee for the eredi



The Truth in “ending law does noe fix interese rates or other credit charges,
so It IS up o von to shop around!!t To cnmpl_\' with the Truth in Lending L,
department store bills, for example. now lise both a monthly rate ffor example, 170, 11270,
or some other number) and the wonal porcentage rare. This may be 1270 187 or some

other percentage. bue ic will usuallv be 12 tinies the monthh race.

Advertisine

The Law also gives a new ook o rhe advertising ot credic terms. Te savs thae
it o business is voing to mention one feature of credit in s advertising. such as the
amount of the downpavmene, it must then mention all other important terms. such as
the number. amount. and period of paviments thar follow. It an advertisement states
"()n]y $2 down.” it must also stace. tor cxample, that vou will have to pav STO a week
for the nene two vears, Here again, the mrencis to provide vou with fredl information so

that vou can make informed decisions.

ERIC

Aruitoxt provided by Eic:
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Cancellations

Door-to-door salesmen with their high-powered sales talks nowadays have to
contend with a “cooling off requirement, as ruled by the Federal Trade Cormmission.
This is of great help to those who get “carried away” by the salesman’s glowing account
and may sign up for vastly overpriced goods.

The consumer now has three business days in which to cancel any contract
or purchase amounting to $235 or more, if the sale was mede at home or ar any place
other than the seller’s own place of business. (This includes sales at the factory gates,
docks, etc.)

The rule also requires that the seller must give the buver a norice of
cancellation attached to the contract or receipt. To cancels all vou need do s sign, date,
and mail the notice within  the three davs.

While some states. including New Jersey, had their own, more limited
cancellation provisions, the new rule gives nationwide prote. ono covering  most
door-to-door purchases. It docs not cover sales of real estate. or investments offered by
sccurities salesmen registered with the Securities and Exchange Commission.

In view of this right of cancellation, a contractor should not start work until
the three days are up. According to the New Jersey law. vou may give up vour right to
cancel and get the work started without the three-day wait, if vou notify the contractor
i aeriting that vou face a real financial emergency and need the eredit immediately to

finance repairs necessary to avoid danger to vou, vour familv, or your property.
Points To Remember

YOU as an individual may sue a businessman if he fails to make the required
disclosures. YOU mav sue for weice the amount of the finance charge - for a minumim
of S100 and up to a maximum of $1.000 p]us court costs and reasonable attorney’s

fees.
Lee's Talk Abourt e

L. In vour own words, what is the purpose of the Truth in Lending law?

[£%]

How docs this law affece the advertising of eredic?

jo%)

What is an annual percentage rate?

4. If a store owner wants to advertise the amount of the downpavment. what clse must
he include?

5. Why do vou think the lawmakers decided to give vou three davs to reconsider a
business deal when vou are using vour home as collateral?
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WHEN IS A "BARGAIN" A BARGAIN?

aerUNDa

Too good to be true:

“Bait and switch™ iy a rtenn dishonest salesmen use among theiselves to
deseribe a litdle act chey put on w erab a lot more of the customer's dollars than the
customer planned to spend. Baitand switch can be quite a production. but basically it
has a simple plot. a small cast of characters. and a few props. For some reason, it scems
to work best with appliances like vacuum cleaners and sewiny machines. but someies it
involves other items.

In their investigation of bait and-swicch schemes. different agencies bave
found that the story usuallv goes about like this: The businessman puts an ad m the loca!
papers: “REPOSSESSED. . Singer slant-needle sewing machine. . . Take over 8 raviments
of $5.10 per month. . .XYZ Finance Co.” Cr. 2 months old. like new. balance only $62.
Pay 85 per month. Call Credit Mgr.™ That's the “bait.™ To the family in the marker for
sewing machine. this looks like a chance to get a wood cue by taking over romebody
clse’s payments. As anvone can f'igurc our. cigln times $5.10 15 32080, and a “Smger

skoneneedle scwing machine™ for 340.80 sounds too gond to be true.
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It 15 too good to be true. bue chac's gerting ahead of ourselves.

Meanwhile. let's sav che family answers che ad. Thev took the “haie.” Here
comes the salesman. Real smooth. pleasant sort of guv, usually. He b-ings in a beat-up
old sewing machine that hardly works. He freeh admics e isn't any goo L and savs., “You
and vour familv. of course. wouldn't use a poor nachine Tike this, 1 can see that, What
vou want is a nice new machine. and 've got just the ching. Be righe back! Now here
comes the “switch.” Back comes the salesman., bringing a nice new muachine. It looks
cven bereer beside the old beat-up one. He demonstrates the new one. The f.‘nni]_\' s

delighted with ic. and contraces to buy i right then and there.

What's wrong with chat, vou sav? Well, ehe “baicand-switeh™ tactics are
wsidly a dead giveaway that probakly much s wrong with the deal {excepr. sometimes.
rae product being sold). Whav is wrong i rhae the salesman never intended to seli the
bearap machine in the firse place. The customer would have to practicallv wise his arm
to wet him co sell it The old machine s one of the “props.” remember? What the
salesman voanes is toosell o new machine ar a high price. What's wrong with chat is thae
the company is not a finance company e oallt i juse sells sewing machines. The ad was
sitply o wav o cet eads For new suckers Revords have shown thae manyv a customer
wh had planned e pav abour $30 for o used machine is “switched™ into paving nearlv
S300 for a aew machine which  ofter. thev could have bought in a local store for
considerablyv fess.

It pavs to be wary of che “hie swareh I Pavs teobe warv of asalesman or

an ad thar makes an ofier that's “too vood o be true.

Read the Guarantee:

There is no law that sovs a manuboae turer has o cuarantee his pmdllcr. Now 1y

N TP R
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obvious answer is that a guarantee makes a produce more attractive to the buver. And
advertising can make the guarantee sound mare ateraceive than it really s, The buyer's
problem is to find his way through the forest ot advertising guarantees,

It two products are similar in fooks and are priced abour the same. we will
probably buy the one that claims o luive che best guarantee, and the seller is well aware

of this fuace. This is where the contusion can. and usuallv does. set in.

Although the advertising tor cuch produce mav civ that the product s
“Guaranteed for 3 vears.” the buver mav find thor the acrial guarantees mav be quite
different. In the case of an clecerical .1pp]i;|nu'. for istance. one printcd warranty may
cover evervthing excepr the motor tor three vears: another warranty mav include
materials but not charges for labor performed in connection with the repair of the
appliance. There are almost as many variations as there are warranties!

Federal Trade Commission investigations have uncovered so much deception
in the adverdsing of guarantees that it has issued o bookler entitled Guides Against
Deceptive Advertising of Guarantees,”™ This booklet clearly shows bodh businessmen and

consumers what must be shown in the advertising of 4 guarantee.

!

BALLOON S

foa. the Kibpies

LiceTime,
GUARANTEF
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Guarantces may be advertised in any number of wavs. They may appear in a
newspaper or magazine or on a sigh In a store window, A guarantee mayv be written on
the box containing the product. or printed on a tag attached to it. Guarantees featured
on radio or rtelevision are obviously a form of advertising, as are the verbal guarantees
siven b_y a salesman in a sales talk. A careful studv of the guarantee itself will usun”_v
show that the one who makes the guarantee is plaving fair with the buver. The “fine
print” may be rery fine indeed. but gencrallv the conditions and limitations are spelled
out. It's in the advertising of the guarantee that the maker may be misleading.

To advertise that a tire is “wuaranteed” tells us licele. What is guaranteed?
That the tire is a tire? To advertise that a carburctor has a “litetime guarantee™ is tooling
the public unless (it this is the case) it is stated that the carburctor guarantee runs for the
entire life of the car i which it was originally installed. To advertise a price as
Cguaranteed the lowest price in town™ is deceptive. unless the person giving the guarantee

indicates what he wil' do if we find an identical item at a lower price.

Proceed with Caution:

There is no denying that when we need it we all like to fix up the old place
with a new roof, or a new porch, new storm windows. or new siding.

Investigations prove. time after time. that we should proceed with caution in
going ahcad with important improvements. Generally speaking, the “bugs' are not in the
products but in the sales methods. The sales methods sometines lead ns to do things we
did wot originally start out to do. 1.ike paving a bigger price than we can afford.

T(lkc. f()r CX(IH]P]L‘. [l]C R().‘_’L‘FS. W’]l() were not rC(l”_\' p];mning to PU[ new

A

sid.ng on their house, .'1lth()ugh they admitted it would be nice to have it done. When the
salesman came around. he hit them with, “Why., Mr. Rogers. vou are going to have
carcefree ]i\'ing here from now on. No more painting. no more repair, This sidingr is good
for a lifetime. Our products and installations are guaranteed for 20 to 30 vears.” This
sounded very vood to Mr. Rogers. The salesman continued, " And this is Coing e cost
vou a very small picce of change. because we have chosen vour house to be a model .
demonstrator home. Mr. Rogers, vou've got such an attractive place here that when we've
put the siding on it. this lovelv home is coing to sell siding for ns. and this will be worth
real money to vou. because we are going to give vou a nice, fat bonus for cvery job we

vet as a result of showing voar home. You won't have to do a thing.™
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After manv more words to this effect, the salesman had his papers out,
ready for Mr. Rogers' signature. Mr. Rogers was a little shocked when he saw what the
new siding was going to cost him, but the salesman was ready for this.

“Fl el you what, Mister Rogers.”™ he savs. “vou are really getting a special
price as it is. but I will take the responsibility for giving you a further discount. which 1
am allowed to do only in a few. very special cases. How does that sound? There. now
vou just sign here, and 1 owill take care of evervehing. You will never feel these small
payments. Our expert workmen will be here in the morning. It has been a pleasure doing
business with vou nice folks.”

Cautious consumers know what is wrong with this picture. They know the
promise of a 20- to 50-year {or a “lifetime ) guarantee s deceptive. because it s
unrcasonable to expect the siding to be trouble-free for 20 to 50 vears or to expect the
company to be in existence to make good on a guarantee “for o lifetime.” Cautious
buyers also know that the “model demonstrator home™ pitch rarely pans out. And thev
are not impressed with the salesman who says: “This is a special price just for vou.”
They could tell the Rogers that when they are good and ready to have new siding put on
for make some other substantial improvementj. they should shop around. investigate
reputable companics. compare prices. carefully rea! printed guarantees. and nake their

decision without too much help from the salesman.

Let's Talk About Jr!

Lo Give an example of “bait and switel.™

to

Whyv do most manufacrurers guarantee their products?
3. Whv is it a must that vou read a guarantee carefully?
4. Whv do so many people have trouble with h(;mc—impmvcmcnt companics?

5. What are some of the pressure technigues that the siding salesman used?
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YOU'RE FIRED!

SMITH

. TRUCXING CO.

John “Bear™ Greenhouse is 21 years old, married. and has a 2-vear old son.
Bear's had it tough. He decided that instead of going to college he would get a job and
get married. Bear found out carly that he wasn't trained to do anvthing. “If only I had
gone to Vo-Tech, instcad of playing football for Franklin,” he often compained to his

o

wife. Mary. It wasn't that Bear couldn't get a job. He had no trouble finding work, but

nothing over $3.00 an hour.

One day a friend suggested that he apply at Smith Trucking Company.

“Well,™ said Mr. Fry. “We do need another guy to help load trucks, and vou
certainly look strong enough. We pay $4.10 an hour.”

*“That sounds great!” said Bear.

“Well, then. you start on Monday. Mr. Greenhouse.™

Later in the week, Bear and Mary were sitting in the yard when Bear said to
his wifc. "You know. Maryv. we should be able to save enough moncy for a
downpayvment on a car within a month or so.”

“That sounds wonderful. honey. How much will we need?”

“Well. the wav T figure it. we will need $250. $200 for the downpayment
and 850 for miscellancous fees. ... .. license. registration, ctc.”

About a month later. John saw an ad in the paper:

1974 tmpala
Must sell
Take over payments
QQ; ] n)f\'\r')
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“What do vou think of this. Marv?™ he said as he put the paper before her
so she could read the ad. It sounds like a good deal. but can we afford it? What do vou
think. Mary?™

“You're right. It does sound good. but you're the one who knows how much
savings we have. It's reallv up to vou.”

“With the money we've saved for a downpavment. T think we'll be able to
get a couple of months ahead. and if I keep getting overtime like 1 have been, we should
be able to swing it.”

Bear and Mary went to look at the car and fell in love with it. [t had a V-8
engine and air-conditioning, too.

They decided to rike the car and managed to make the pavments, At times

it was preery tough, but they managed. Six months wenr by, One night. coming home

from a friend’s house after a few drinks, Bear lost contro. Hf the car on wet pavement.

i

The car skidded and hit a barrier. Fortunately. Bear was not hurt, but the new car was
“totaled.”™ Soon Bear's back began to give him trouble. and he began to miss work.

Bear was furious with himself because he had tried to save a few dollars by
not taking collision insurance on the care “Maryv, whatever will we do? We still have 18
payvments to make on the Chevy, and we don't even have the car anv more.™

The following week. Mr. try called Bear into his office.

“Bear. we received a letter from the Easy Finance Co. in which thev stated
that they are going to garnishee a part of vour wages. We have a policy here. Anyone
that has a creditor taking part of his wages cannot stay on with us. We'll have to let vou

0.

%

“Things have reallv been tough lately, Mr. Fry. If vou can give me a couple
of weeks, I am sure that I can straighten things out.”
“Bear, | work here like vou. You're a nice guy and I'm stretching it a bit,

but I'll give you one week.”
g y
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What Happened to Bear's Wages?

Almost all contracts state that if the buyer fails to pay an installment on
time, the seller may demand immediate pavment of the full amount of money still owed
him.

In Bear's case, he could not meet the installment that had to be paid to the
Easy Finance Company. Therefore, the Easy Finance Company sued Bear for the moncey.
This means that the Finance company would take Bear to court and try to convince the
judge that Bear must pay the moncey he owes. This will not be difficult for them to do,
since Bear has no defense. He did sign a contract, and the Easy Finance Company did
complete its part of the bargain.

You are probably wondering what good it will do for the court to order
Bear to pay the money he still owes, since it is obvious that Bear does not have the
money to make the payvments or he wouldn't be in this mess in the first place. Well,
there are two ways that the judge can decide: 1) He can request that Bear sell all of his
properties in order to get the money he needs to pay his debts or 2) He can allow the
Easy Finance Co. to go to Bear’s emplover (the Smith Trucking Co.) and have Bear’s
wages garnisheed. That is. a certain amount of money would be taken directly out of
Bear’s wages cach week and paid to the finance company until the debt is completely
paid off.

But -- Bear will not be fired!! Bear happens to live in New Jersev. and since
1968, it has been illegal for a New Jersey emplover to fire an emplovee because his
wages are being garnisheed. (Many other states have this protection, too. but not all.)
You are probably wonde - What if Bear docesn't know about the law and gets fired,
anyway?" Don’t worry. i Easy Finance Co. won't let that happen. They want to get
the money that is duce them.

How much nioney can be taken out of Bear's pay cach week? If Bear makes

-3¢ an hour. approximately 8140 a week. the finance company could take $9.20 cach
weesantl the debr is paid. Where did the $9.20 figure come from? In New Jersey.
creditors can take only 107 of vour wages after the first $48. This micans that the firse
$48 is kept by the emplovee, and the 1070 0s taken on whatever amount remains. For

example. if Bear worked overtime and made $168, they would take 812 from his pay.

$168.00  wages carned

-48.00  fir £ $48 to emplovee
$120.00  remaining amount after first $48
10% of $120 would cqun] $12.00

I-\j ‘:‘5
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Up undl 1971, in many cases the company that was trying to collece
pavment for a debe did not even have to go to court to show i reason why it was owed
the money. And, rather than be bothered with the bookkeeping, the cmployer, such as
Smith Trucking, would often fire che emplovee.

As yvou can sce. this has all been changed here in New Jersev. Lmﬂ)rtun;ntc]y‘

in other states. the laws are not alwavs as fair.

Leo's Talk Abourt fe!

1. How much should Bear have spent on a car? Why'?

2. What does the term garnishee™ mean? What are vour state’s laws concerning the
garnishment of wages?
3. Do vou believe the New Jersev laws rcg;lrding gnrnis]lmcnt are fair to both parties

{debror and creditor)? 1 not. how would vou change them?
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“SO 1 GOT MY MONEY BACK,
BUT WHAT'S GOING TO HAPPEN TO THEM?™

If vou live in New Jersev. vou won't see them hang™ bue vou will see them
squirni.

On June 29. 1971, the governor signed a group of amendments (changes) to
the New Jersey Consumer Fraud Act. As laws go. this one is not as boring as most. Bur
I doubt vou would like to take it to bed as vou would a murder mvstery or romance
novel, How doces this Taw work? Well. follow along with Bob Jones and sce what happens.

Bob wanted to buy a good casserre tape plaver. One night. while he was

]()()king in the paper. he saw chis ad:

R N W %/ps%
STEREQ CASSETTE PLAYERS
$49. 50

2N
ROV 60\*\\(
TAPETYME

GOOD SOUND

MoT©

But when he got down to Dependable Appliance. he was told. “Sorry. but
the Panasonic model vou wane costs a litdle more. For §49.50. we only have this GOOD
SOUND maodel.”

Bob was angrv because he had waseed a whole Saturday afternoon looking
for the Dependable  Appliance store. and  because he had been  tricked by the
adverdsement. On Sundayv he read anarticle in the newspaper about the State Consumer
Protection Agency. On Mondav he decided he would give the ageney a call. He explained
his story to the man on the phone. That same dav he found a cassette plaver-recorder for
a good price. A month later he reccived a leteer from the State agency. thanking him for
his interest and telling him thae the Dependable Appliance store had been fined $1.000.

“Wow." said Bob to his sister. T guess the State means business!™

Let us examine a litdde closer just what the state can do in cases of
fraudulent business pracrices.

1. Fine the person {or business; from $1.000 to $5.000. (It used to be $100 to
$250.)

2 Rerward vou trinle the damaoec if van anffeor o Toee

L.



3. Take the person (or business) to court for vou.

4. Stop him from committing further fraud and. in some instances. obtain fines
up to $25,000.

As vou can see, lf 4 person or a busincss })uS COlHHlit[Cd a f[‘illld‘ t]lC'\' are

not going to get a mere “slap on the wrist™!

63
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THINGS TO REMEMBER

We have come to the end of our “journey' on using vour moncy wisely.

But, before you go. here are a few things that we hope will stick in vour brain.

S

\Y@?

Shop around.
Check prices at different stores to make sure vou are paving the lowest

possible price for what you want. Be extra cautious in dealing with door-to-door

salesmen: before buying from them, call several stores or check a mail-order catalog so

VOu can compare prices.

Read advertisements carefully.
Buy the products vou NEED. Don't let your cmotions determine what you

are going to buy. Remember that in the long rur vou get “nothing for nothing.” You
going & ; g g £

pay for what vou get.

Know your sto:e or company.

Before you spend voar last dime on an Important purchase. eall the Boteer
Business Bureau or the star < o nsumer Proiectlon Ageney to find out whether any
complaints have been made spainat that store or company,

64
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Resist smooth talking.

Refuse to be talked into a salesman's “fast deal.” Remember, it's vour
money and he probably needs vour business more than vou need his goods. Don't sign a
contract just because you see something you like. Be sure you want it cnough to pay the
price happily. Your signature may mean that youll be behind the cight ball for a long
time to come. Beware of statements such as YO MU ACTNOW™ ooy oU L L
LOSE 1 GOLDEN OPPORTUNITY 1 YOU WAIT”. 00 THIS 1S 4 ONCI-EN--
LIFETIME CHANCE.

Think it over.

Never sign a contract too readilv, no matter how great the deal looks to you
at the moment. Take it home and discuss it with someonc vou know and trust. or with
someone who knows a lot about the product. Consult a lawyer if vou are really
confused. An honest salesman does not object if you take vour time to look over the
contract before vou sign it If vou are dealing with a door-to-door salesman. ask vim ro
return in a few davs when vou have had a chance to think it over. Also remember

that you have three business days after signing a contract to change vour mind.
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CUARANTEE
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Put it in writing.

Get a written statement from the seller thae states he will replace or repair
his product at no extra cost to vou, if - should not work properly, or not work at all.
within a certain period of time. If you expect to have your product live up to the
expectations the salesman has indicated. then vou must have it in writing. An honest
scller is more than willing to do this for vou. Remember that the seller makes vou put all

of your promiscs in writing when vou sign a contract!

Get legal advice.
If vou receive a paper that looks like a legal docunient or notice, see a
lawver right away. If you can't afford a lawyer. then go to Legal Aid. but don't ignore

it!

Use Consumer Agencics.
You can save vourself a lot of headaches if vou seck help before vou sign a

contract. These agencies have been discussed before, but here they are again:
1. Berr Business Bureau
2. State Consumer Agency
3. Municijpal Consumer Fraud Burcau (cach ciev has onc listed)

4.  Federal Trade Comimission

ul

Post Office Department (for using the mails to defraud)

6. Your local newspaper mav have an “Action Line” or some similar service to
help harassed consumers.

Check your telephone dircctory for the addresses and phone numbers of the

above agencies to find the one nearest to your home.

T2
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PROJECTS YOU CAN DO

Break up into small groups (approx. 6 in cach group) and let cach group discuss onc
of the following:

a.  Ways to carn money

b.  Reasons for saving money

c. How to tind a bank that will give the highest interest
d. Ways to invest your m1 oy

Set a time limit and at the end of the time have cacl growp compare notes. Or, if
you want, let cach group discuss all of the above categorics. The results should be

interesting.

Bring in the classificd-ad section of your local newspaper. Look through it for ads
that scem suspicious. For example:

- Needed: 200 men & women. . . highest
salaries. . . no experience necessary. .

call 926-7189

Perhaps a few daring volunteers would be willing to plione and inquire about the

positions advertised.

Look through the n. w: sapers for advertisements of bargain sales. Break up into small
groups and let cac.: croup investigate and then discuss the ads to find out which ones

were actually bargains and which ones were not.

Make a list of cverything that you spend money on (similar to Louic’s list on page

48). Then let everyone compare notes.

Have a Spcakcr f'rom one Of [h(.‘ Hl;ll’l}' consumer groups come n to spcak to you on

a topic that you are interested in.
Organize a class trip to visit a small. claims court.
Prepare a tood budget for a family of four (two adults, two teenagers) for one week,

using prices advertised i the newspapers. Make sure that the family gets a balanced

dict. Then present and defend vour budget.

-~
N
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INDEX

Advertising, 20, 26, 51, 54
""Association’ ad, 2.
assorted gimmicks, 25
“Frightening” ad, 23
“"Hurry-Hurry” ad, 21
"Keeping {Jp' ad, 74
“Magic Wand” ad, 21
misieading ad, 22
of credit termi, 51
Of guarantees, 54
“"Super Bargain’' ad, 23

Annual percentage rate, 50

“Bait and Switch” scheme, 53

Better Business Bureau, 39, 42, 64, 66

Barrowing money (see Loans)

Blurder, Ken, 8

Brand, choosing ¢
“house’” brands vs. nationally
advertised brands, 26
use of consumer publications, 17, 27

Budget, managing a , 47

Buying on time, 3, 13, 20, 58
{see also Credit buying)

Canceling a contract to buy, 52

Charge accounts, revolving, 8

Commercial hank Ioans, 10

Consumer organizations, 27

Consumer protectien agencies
Better Business Bureau, 39, 42, 64, 66
Federal Trade Commission, 55, 66
list of agencies, 66
State Consumer Protection Agency, 40,
42, 64, 66

Consumers’ Research, Inc., 27

Consumers Union, inc., 27

Contracts, 29
canceling of, 62
implied, 31
oral, 29
written, 31

Cool, Charlie B., 38

Court, small claims, 44

Credit buying, 7
advertising of terms, 51
anecdotes, 3, 13, 20, 58
annual percentage rate, 50
credit cards, 8
finance charge, 50
interest-free credit, 7
revolving charge accounts, 8
Truth-in-Lending law, 50
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Credit cards, 8
Credit unions, 9
Denial warranty, 33
Disclaimer warranty, 33
Federal Trade Commission, 565, 66
Finance charges, 50
Finance companies, 11, 69
Foolish, Will B., 1
Fraud, 35, 38, 62
state penalties for, 62
Garnishment of wages, 59
Greene, Mis., 36
Greenhouse, John “"Bear’” and Mary, 58
Guarantee and warranty, 32, 38
advertising of, 54
denial or disclaimer warranty, 33
Implied contracts, 31
Installment buying (see Buying on time)
Jill and Sue, 26
Johnson, Bob and Mary, 16
Jones, Biil, 20
Jones, Bob, 62
Law and the buyer, 29
Life insurance loans, 9
Loans, 9
commercial banks, 10
credit unions, 9
finance companies, 11, 59
life insurance, 9
passbook savings, 10
Louie, 47 ’
Lumas, Joe, 35
Oral contracts, 29
Passhook savings, 10
Promises (see Implied contracts)
Prudent, Elton, 10
“Puffing,” 30
Revolving charge accounts, 8
Rogers, Mr., 56
Sadowski, Harry, 32
Sales techniques, 29, 53, 56
bait and switch schemes, 53
“puffing,”” 30 .
Small claims court, 44
Smith, Dudley ind Elmira, 13
State Consume: Protection Agency, 40,
42, 64, 66
Truth in Lend‘ng law, 50
Urbon, Mrs., 35
Warranty (see Guarantee)
Written contracts, 31
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